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In the second half of the year 2010, huge amounts of money which was put into
circulation to stimulate economic growth during the economic crisis began to
show its effects. From June 2010 to November 2010, the CPI climbed from month
to month, in November it rose to 5.1% which was the highest level over the past
28 months. In order to control inflation, the central bank began tightening the
money supply, and the same time controlled the bank credit supply. In one hand,
real estate enterprises, local government financing platforms and small private
corporations had huge funding needs, in the other hand, bank credit was greatly
reduced. Under this situation, a large number of non-bank credit agencies
emerged and developed rapidly, which formed another financing passage beyond
the band system. These credit agencies are shadow banking system.
 
First this article interpreted shadow banking system’s essential feature, then
studied bank' s financial-planning products, cooperation between trust companies
and banks, entrusted loans, securities firms’ asset management, undiscounted
bank's acceptance bill, traditional trust business, private equity, small-loan
companies, pawn shops, financing leasing companies, folk debit and credit, which
explained the internal operating mechanism of china’a shadow banking syetem.
Based on the study, this article analysed the impact of the shadow banking
system. Studies have shown that the shadow banking syetem promoted the
economic growth, weakened the effect of monetary policy, speeded up the
process of interest rate marketization, changed the way of corporate financing,
broke the monopoly of state-owned capital in the financial sector.
 
Because less regulated or unregulated, the shadow banking syetem had potential













social risk. To regulate the shadow banking system should give consideration to
both overall supervision and local regulation. In the aspect of overall supervision,
establish macro-prudential regulatory framework with Chinese characteristics,
strengthen cooperation between People's Bank of China and China Banking
Regulatory Commission, China Securities Regulatory Commission, China
Insurance Regulatory Commission. In the aspect of monitor index, the statistical
caliber of aggregate financing of the economy and M2 should be adjusted, take
into account the influence of shadow banking system. In the aspect of local
regulation,  regulators should distinguish financial innovation from regulatory
arbitrage, according to different forms of business and risk level, take different
regulatory measures.
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